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inside front cover.
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Factors” beginning America.
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highlights some of The Trust and its Assets

these risks. The Trust will own (1) Ginnie Mae Certificates and (2) a

certain previously issued certificate.

The Sponsor and the Co-Sponsor will offer the securities from time to time in
negotiated transactions at varying prices. We expect the closing date to be June 28, 2002.

You should read the Base Offering Circular as well as this Supplement.

The securities are exempt from registration under the Securities Act of 1933 and are
“exempted securities” under the Securities Exchange Act of 1934.

Bear, Stearns & Co. Inc. Blaylock & Partners, L.P.

The date of this Offering Circular Supplement is June 24, 2002.



Ginnie Mae REMIC Trust 2002-40

The Trust will issue the classes of securities listed in the table below. If you own exchangeable
securities identified in the table, you can exchange them for the corresponding MX Securities, and vice

versa.

Class of Original Final

REMIC Principal Interest Principal Interest Distribution CUSIP
Securities Balance(2) Rate Type(3) Type(3) Date(4) Number
Security Group 1

AL $200,000,000 6.10% NSJ/TAC FIX July 2028 38373MCK4
FA(1) 100,617,500 (5) SEQ FLT July 2028 38373MCL2
IB(1) 12,388,269 6.50 NTL (PAC) FIX/IO July 2028 38373MCMO
PE(1) 121,092,000 5.75 PAC FIX April 2024 38373MCN8
PF(1) 85,743,000 5.75 PAC FIX August 2026 38373MCP3
PK(1) 39,949,000 6.00 PAC FIX July 2028 38373MCQ1
PL(1) 41,366,000 6.00 PAC FIX August 2027 38373MCRY
SD(1) 33,539,000 (5) NTL (SEQ)  INV/IO August 2017 38373MCS7
SE(1) 67,078,500 (5) NTL (SEQ)  INV/IO July 2028 38373MCTS5
VA1) 41,402,000 6.50 AD/SEQ FIX March 2013 38373MCU2
VB(1) 26,711,000 6.50 SEQ(6) FIX July 2017 38373MCV0
VC . 48,432,000 6.50 SEQ(6) FIX October 2014 38373MCWS8
VD 56,825,000 6.50 SEQ(6) FIX July 2022 38373MCX6
Z...... 14,337,500 6.10 NSJ/SUP FIX/Z July 2028 38373MCY4
ZA(1) 41,302,000 6.50 SEQ FIX/Z June 2032 38373MCZ1
ZB..... 600,000 6.10 SUP FIX/Z July 2028 38373MDAS
ZE..... 39,623,000 6.50 SEQ FIX/Z December 2030 38373MDB3
Security Group 2

Fl).... 37,137,035 (5) SC/PT FLT April 2031 38373MDCI
FM(1).. 4,642,129 (5) SC/PT FLT/INV April 2031 38373MDD9
Security Group 3

NA(1) 70,435,000 6.50 SUP FIX April 2031 38373MDE7
NB(1).. 14,312,000 6.50 SUP FIX October 2031 38373MDF4
NC(1).. 2,780,000 6.50 SUP FIX November 2031 38373MDG?2
ND(1) 17,213,000 6.50 SUP FIX June 2032 38373MDHO
NE(1).. 2,500,000 6.25 SUP FIX June 2032 38373MDJ6
NG(1) 2,500,000 6.75 SUP FIX June 2032 38373MDK3
NI..... 33,846,153 6.50 NTL (PAC) FIX/IO September 2029 38373MDL1
uJ..... 200,000,000 5.40 PAC FIX September 2029 38373MDM9
UK . 21,771,000 6.50 PAC FIX June 2032 38373MDN7
UL(1) 65,721,000 6.50 PAC FIX November 2031 38373MDP2
Residual

RR .... 0 0.0 NPR NPR June 2032 38373MDQ0O

(1) These Securities may be exchanged for MX Securities described in Schedule I.

(2) Subject to increase as described under “Increase in Size” in this Supplement. The amount shown for each Notional Class
(indicated by “NTL” under Principal Type) is its original Class Notional Balance and does not represent principal that will be

paid.

(3) As defined under “Class Types” in Appendix I to the Base Offering Circular. The type of Class or Classes with which the Class
Notional Balance of each Notional Class will be reduced is indicated in parentheses.

(4) See “Yield, Maturity and Prepayment Considerations—Final Distribution Date” in this Supplement.

(5) See “Terms Sheet—Interest Rates” in this Supplement.

(6) Based on the Modeling Assumptions, Classes VB, VC and VD have maximum average weighted lives of 13.0, 7.0 and 16.5,
respectively, which will remain constant at prepayment rates at or below 196% PSA, 142% PSA and 56% PSA, respectively.
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AVAILABLE INFORMATION

You should purchase the securities only if you have read and understood the following documents:

e this Offering Circular Supplement (this “Supplement”),
e the Base Offering Circular, and

e in the case of the Group 2 securities, the disclosure document relating to the Underlying

Certificate.

The Base Offering Circular is available on Ginnie Mae’s website located at

http://www.ginniemae.gov.

If you do not have access to the internet, call JPMorgan Chase Bank, which will act as information
agent for the Trust, at (800) 234-GNMA, to order copies of the Base Offering Circular. In addition, you
can obtain copies of any other document listed above by contacting JPMorgan Chase Bank at the

telephone number listed above.

Please consult the standard abbreviations of Class Types included in the Base Offering Circular as
Appendix I and the Glossary included in the Base Offering Circular as Appendix II for definitions of

capitalized terms.
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TERMS SHEET

This terms sheet contains selected information for quick reference only. You should read this
Supplement, particularly “Risk Factors,” and each of the other documents listed under “Available
Information.”

Sponsor: Bear, Stearns & Co. Inc.

Trustee: State Street Bank and Trust Company
Tax Administrator: The Trustee

Closing Date: June 28, 2002

Distribution Date: The 20th day of each month or, if the 20th day is not a Business Day, the first
Business Day thereafter, commencing in July 2002.

Trust Assets:

Original Term
To Maturity

Trust Asset Group Trust Asset Type Certificate Rate (in years)
1 Ginnie Mae II 6.5% 30
2 Underlying Certificate (1) (1)
3 Ginnie Mae II 6.5% 30

(1) Certain information regarding the Underlying Certificate is set forth in Exhibits A and B to this Supplement.

Security Groups: This series of Securities consists of multiple Security Groups (each, a “Group”), as
shown on the inside front cover of this Supplement and on Schedule I to this Supplement. Payments on
each Group will be based solely on payments on the Trust Asset Group with the same numerical
designation.

Assumed Characteristics of the Mortgage Loans Underlying the Group 1 and Group 3 Trust Assets(1):

Weighted Average Weighted Average Weighted Average
Principal Remaining Term to Loan Age Mortgage
Balance(2) Maturity (in months) (in months) Rate(3)
Group 1 Trust Assets
$858,000,000 356 3 7.20%
Group 3 Trust Assets
$397,232,000 338 15 7.25%

(1) As of June 1, 2002.

(2) Does not include Group 1 and Group 3 Trust Assets that will be added to pay the Trustee Fee.

(3) The Mortgage Loans underlying the Group 1 and Group 3 Trust Assets may bear interest at rates ranging from 0.5% to 1.5%
per annum above the related Certificate Rate.

The actual remaining terms to maturity, loan ages and Mortgage Rates of many of the Mortgage Loans
underlying the Group 1 and Group 3 Trust Assets will differ from the weighted averages shown above,
perhaps significantly. See “The Trust Assets—The Mortgage Loans” in this Supplement. See Exhibit A to
this Supplement for certain information regarding the characteristics of the Mortgage Loans included in
the Underlying Trust.

Issuance of Securities: The Securities, other than the Residual Securities, will initially be issued in book-
entry form through the book-entry system of the U.S. Federal Reserve Banks (the “Fedwire Book-
Entry System”). The Residual Securities will be issued in fully registered, certificated form. See
“Description of the Securities—Form of Securities” in this Supplement.
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Modification and Exchange: If you own exchangeable Securities you will be able, upon notice and
payment of an exchange fee, to exchange them for a proportionate interest in the related Securities
shown on Schedule I to this Supplement. See “Description of the Securities—Modification and
Exchange” in this Supplement.

Increased Minimum Denomination Classes: Each Class that constitutes an Interest Only or Inverse
Floating Rate Class (including Class FM). See “Description of the Securities—Form of Securities” in this
Supplement.

Interest Rates: The Interest Rates for the Fixed Rate Classes are shown on the inside cover page of this
Supplement or on Schedule I to this Supplement.

The Floating Rate and Inverse Floating Rate Classes will bear interest at per annum rates based on
one-month LIBOR (hereinafter referred to as “LIBOR”) as follows:

Initial LIBOR

Interest Rate Interest Minimum Maximum Delay  for Minimum

Class Formula(1) Rate(2) Rate Rate (in days) Interest Rate
F LIBOR + 0.40% 22575%  0.40% 9.00% 0 0.00%
FA LIBOR + 0.40% 2.2400%  0.40% 8.50% 0 0.00%
FE LIBOR + 0.50% 2.3575%  0.50% 8.00% 0 0.00%

M If LIBOR is less than or equal to 7.50%
LIBOR + 1.30% 3.1575%  0.00% 8.80% 0 8.60%
If LIBOR is greater than 7.50%
68.8% —(LIBOR x 8.0)

SA 8.10%-LIBOR 6.2600%  0.00% 8.10% 0 8.10%
SD 8.10%-LIBOR 6.2600%  0.00% 8.10% 0 8.10%
SE 8.10%-LIBOR 6.2600%  0.00% 8.10% 0 8.10%

(1) LIBOR will be established on the basis of the BBA LIBOR method, as described under “Description of the Securities—
Interest Distributions—Floating Rate and Inverse Floating Rate Classes” in this Supplement.
(2) The initial Interest Rate will be in effect during the first Accrual Period; the Interest Rate will adjust monthly thereafter.

Allocation of Principal: On each Distribution Date, the following distributions will be made to the
related Securities:

SECURITY GROUP 1

A percentage of the Group 1 Principal Distribution Amount will be applied to the Trustee Fee, and
the remainder of the Group 1 Principal Distribution Amount (the “Group 1 Adjusted Principal
Distribution Amount”) and the Z, ZA, ZB and ZE Accrual Amounts will be allocated as follows:

e The Z and ZB Accrual Amounts in the following order of priority:

1. If the Principal Balance of the Group 1 Trust Assets (net of any related Trustee Fee) (the
“Adjusted Group 1 Trust Asset Balance”) is greater than or equal to the 251% PSA Balance for
that Distribution Date, then to A, until reduced to its Scheduled Principal Balance for that
Distribution Date

2. To Z, until retired
3. To A, without regard to its Scheduled Principal Balance, until retired
4. To ZB, until retired
e The ZA Accrual Amount, sequentially, to VA, VB and ZA, in that order, until retired

e The ZE Accrual Amount, sequentially, to VC, VD and ZE, in that order, until retired
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e The Group 1 Adjusted Principal Distribution Amount in the following order of priority:
1. Concurrently:
a. 16.6666666667% to FA, until retired
b. 83.3333333333% in the following order of priority:

i. Sequentially, to PE, PF, PL and PK, in that order, until reduced to their Aggregate
Scheduled Principal Balance for that Distribution Date

ii. If the Adjusted Group 1 Trust Asset Balance is greater than or equal to the 251% PSA
Balance for that Distribution Date, then to A, until reduced to its Scheduled Principal
Balance for that Distribution Date

iii. To Z, until retired
iv. To A, without regard to its Scheduled Principal Balance, until retired
v. To ZB, until retired

vi. Sequentially, to PE, PF, PL and PK, in that order, without regard to their Aggregate
Scheduled Principal Balance, until retired

2. Sequentially, to VC, VD and ZE, in that order, until retired
3. Sequentially, to VA, VB and ZA, in that order, until retired

SECURITY GROUP 2

The Group 2 Principal Distribution Amount will be allocated concurrently to F and FM, pro rata,
until retired.

SECURITY GROUP 3

A percentage of the Group 3 Principal Distribution Amount will be applied to the Trustee Fee, and
the remainder of the Group 3 Principal Distribution Amount (the “Group 3 Adjusted Principal
Distribution Amount”) will be allocated in the following order of priority:

1. Sequentially, to UJ, UL and UK, in that order, until reduced to their Aggregate Scheduled
Principal Balance for that Distribution Date

2. Sequentially, to NA, NB and NC, in that order, until retired
3. Concurrently, to ND, NE and NG, pro rata, until retired

4. Sequentially, to UJ, UL and UK, in that order, without regard their Aggregate Scheduled
Principal Balance, until retired




Scheduled Principal Balances: The Scheduled Principal Balances or Aggregate Scheduled Principal
Balances for the Classes listed below are included in Schedule II to this Supplement. They were
calculated using, among other things, the following Structuring Ranges or Rate:

Class Structuring Ranges or Rate

A 245% PSA

PE, PF, PK and PL (in the aggregate).............ccvvvuvinn.n. 100% PSA through 250% PSA
UJ, UK and UL (in the aggregate) ...........covrvirvrenrnnnnnn. 115% PSA through 265% PSA

251% PSA Balances: The 251% PSA Balances are included in Schedule III to this Supplement. The
251% PSA Balances were calculated using a Structuring Rate of 251% PSA and the assumed
characteristics of the related Trust MBS to be delivered on the Closing Date. The actual characteristics
of the related Trust MBS may vary from the characteristics assumed in preparing the 251% PSA
Balances included in Schedule III to this Supplement and, if so, we may recalculate such balances and
make them available on gREX shortly after the Closing Date.

Accrual Classes: Interest will accrue on each Accrual Class identified on the inside front cover of this
Supplement at the per annum rate set forth on that page. However, no interest will be distributed to the
Accrual Classes as interest. Interest so accrued on each Accrual Class on each Distribution Date will
constitute an Accrual Amount, which will be added to the Class Principal Balance of that Class on each
Distribution Date and will be distributable as principal as set forth in this Terms Sheet under
“Allocation of Principal.”

Notional Classes: The Notional Classes will not receive distributions of principal but have Class
Notional Balances for convenience in describing their entitlements to interest. The Class Notional
Balance of each Notional Class represents the percentage indicated below of, and reduces to that extent
with, the Class Principal Balances indicated:

Approximate
Original Class
Class Notional Balance Represents Approximately
IB.ooooo $ 11,137,269 5.3846153846% of PE and PF as a whole (PAC Classes)
1,251,000 1.5384615385% of PK and PL as a whole (PAC Classes)
$ 12,388,269
ID...oo $ 9,314,769 7.6923076923% of PE (PAC Class)
1 3,182,000 7.6923076923% of PL (PAC Class)
IM oo 9,893,423 11.5384615385% of PF (PAC Class)
NI 33,846,153 16.9230769231% of UJ (PAC Class)
SA 100,617,500 100% of FA (SEQ Class)
SD o 33,539,000 100% of first $33,539,000 of FA (SEQ Class)
SE . 67,078,500 100% of last $67,078,500 of FA (SEQ Class)
Ul 5,055,461 7.6923076923% of UL (PAC Class)

Tax Status: Double REMIC Series. See “Certain Federal Income Tax Consequences” in this Supplement
and in the Base Offering Circular.

Regular and Residual Classes: Class RR is a Residual Class and includes the Residual Interest of the
Issuing REMIC and the Pooling REMIC; all other Classes of REMIC Securities are Regular Classes.




RISK FACTORS

You should purchase securities only if you understand and are able to bear the associated risks. The
risks applicable to your investment depend on the principal and interest type of your securities. This

section highlights certain of these risks.

The rate of principal payments on the underly-
ing morigage loans will affect the rate of
principal payments on your securities. The rate
at which you will receive principal payments will
depend largely on the rate of principal payments,
including prepayments, on the mortgage loans
underlying the related trust assets. We expect the
rate of principal payments on the underlying
mortgage loans to vary. Borrowers generally may
prepay their mortgage loans at any time without
penalty.

Rates of principal payments can reduce your
yield. The yield on your securities probably will
be lower than you expect if:

e you bought your securities at a premium
(interest only securities, for example) and
principal payments are faster than you
expected, or

e you bought your securities at a discount and
principal payments are slower than you
expected.

In addition, if your securities are interest only
securities or securities purchased at a significant
premium, you could lose money on your invest-
ment if prepayments occur at a rapid rate.

The level of LIBOR will affect the yields on
floating rate and inverse floating rate securities.
If LIBOR performs differently from what you
expect, the yield on your securities may be lower
than you expect. Lower levels of LIBOR will
generally reduce the yield on floating rate securi-
ties (including Class FM); higher levels of
LIBOR will generally reduce the yield on inverse
floating rate securities (including Class FM). You
should bear in mind that the timing of changes in
the level of LIBOR may affect your yield:
generally, the earlier a change, the greater the
effect on your yield. It is doubtful that LIBOR
will remain constant.

An investment in the securities is subject to
significant reinvestment risk. The rate of princi-
pal payments on your securities is uncertain. You
may be unable to reinvest the payments on your
securities at the same returns provided by the

securities. Lower prevailing interest rates may
result in an unexpected return of principal. In
that interest rate climate, higher yielding rein-
vestment opportunities may be limited. Con-
versely, higher prevailing interest rates may
result in slower returns of principal and you may
not be able to take advantage of higher yielding
investment opportunities. The final payment on
your security may occur much earlier than the
final distribution date.

Support securities will be more sensitive to rates
of principal payments than other securities. If
principal prepayments result in principal distri-
butions on any distribution date equal to or less
than the amount needed to produce scheduled
payments on the PAC and TAC classes, the
related support classes will not receive any
principal distribution on that date. If prepay-
ments result in principal distributions on any
distribution date greater than the amount needed
to produce scheduled payments on the related
PAC and TAC classes for that distribution date,
this excess will be distributed to the related
support classes.

The occurrence of a trigger event may signifi-
cantly affect the weighted average life of non-
sticky jump securities. The principal distribution
priorities of non-sticky jump securities will
change temporarily upon the occurrence of a
specified trigger event on any Distribution Date
as described under “Terms Sheet—Allocation of
Principal” in this Supplement. A change in
principal distribution priority could significantly
extend or shorten the weighted average life of
any non-sticky jump class from the anticipated
weighted average life at the time of purchase.
Consequently, an investor in non-sticky jump
securities should carefully consider the likelihood
and probable frequency of the occurrence of the
trigger event in analyzing the anticipated
weighted average life of the securities acquired.

The rate of principal payments on the underly-
ing certificate will directly affect the rate of
principal payments on the group 2 securities.
The underlying certificate will be sensitive to



e the rate of payments of principal (including
prepayments) of the related mortgage loans,
and

e the priorities for the distribution of principal
among the classes of the underlying series.

This supplement contains no information as to
whether the underlying certificate has performed
as originally anticipated. Additional information
as to the underlying certificate may be obtained
by performing an analysis of current principal
factors of the underlying certificate in light of
applicable information contained in the related
underlying certificate disclosure document.

The securities may not be a suitable investment
Jor you. The securities, especially the group 2
securities and, in particular, support, interest
only, inverse floating rate, non-sticky jump,
accrual and residual classes, are not suitable
investments for all investors.

In addition, although the sponsor intends to
make a market for the purchase and sale of the
securities after their initial issuance, it has no
obligation to do so. There is no assurance that a
secondary market will develop, that any secon-
dary market will continue, or that the price at
which you can sell an investment in any class will
enable you to realize a desired yield on that
investment.

You will bear the market risks of your invest-
ment. The market values of the classes are likely
to fluctuate. These fluctuations may be significant
and could result in significant losses to you.

The secondary markets for mortgage-related
securities have experienced periods of illiquidity
and can be expected to do so in the future.
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Illiquidity can have a severely adverse effect on
the prices of classes that are especially sensitive
to prepayment or interest rate risk or that have
been structured to meet the investment require-
ments of limited categories of investors.

The residual securities may experience significant
adverse tax timing consequences. Accordingly,
you are urged to consult tax advisors and to
consider the after-tax effect of ownership of a
residual security and the suitability of the
residual securities to your investment objectives.
See “Certain Federal Income Tax Consequences”
in this supplement and in the base offering
circular.

You are encouraged to consult advisors regard-
ing the financial, legal, tax and other aspects of
an investment in the securities. You should not
purchase the securities of any class unless you
understand and are able to bear the prepayment,
yield, liquidity and market risks associated with
that class.

The actual characteristics of the underlying
mortgage loans will affect the weighted average
lives and yields of your securities. The yield and
prepayment tables in this supplement are based
on assumed characteristics which are likely to be
different from the actual characteristics. As a
result, the yields on your securities could be
lower than you expected, even if the mortgage
loans prepay at the constant prepayment rates
set forth in the applicable table.

It is highly unlikely that the underlying mortgage
loans will prepay at any of the prepayment rates
assumed in this supplement, or at any constant
prepayment rate.



THE TRUST ASSETS

General

The Sponsor intends to acquire the Trust Assets in privately negotiated transactions prior to the
Closing Date and to sell them to the Trust according to the terms of a Trust Agreement between the
Sponsor and the Trustee. The Sponsor will make certain representations and warranties with respect to
the Trust Assets. All Trust Assets, regardless of whether the assets consist of Trust MBS or the
Underlying Certificate will evidence, directly or indirectly, Ginnie Mae Certificates.

The Trust MBS (Groups 1 and 3)
The Trust MBS are either:
1. Ginnie Mae II MBS Certificates guaranteed by Ginnie Mae, or

2. Ginnie Mae Platinum Certificates backed by Ginnie Mae II MBS Certificates and guaranteed by
Ginnie Mae.

Each Mortgage Loan underlying a Ginnie Mae II MBS Certificate bears interest at a Mortgage Rate
0.50% to 1.50% per annum greater than the related Certificate Rate. Ginnie Mae receives a fee (the
“Ginnie Mae Certificate Guaranty Fee”) for its guaranty of each Ginnie Mae II MBS Certificate of
0.06% per annum of the outstanding principal balance of each related Mortgage Loan. The difference
between (a) the Mortgage Rate and (b) the sum of the Certificate Rate and the Ginnie Mae Certificate
Guaranty Fee is used to pay the related servicers of the Mortgage Loans a monthly servicing fee.

The Underlying Certificates (Group 2)

The Group 2 Trust Assets consist of an Underlying Certificate that represents a beneficial
ownership interest in a separate trust, the assets of which evidence direct or indirect beneficial
ownership interests in certain Ginnie Mae Certificates. The Underlying Certificate constitutes a portion
of a class of a Series of certificates described in the Underlying Certificate Disclosure Document,
excerpts of which are attached as Exhibit B to this Supplement. The Underlying Certificate Disclosure
Document may be obtained from the Information Agent as described under “Available Information” in
this Supplement. Investors are cautioned that material changes in facts and circumstances may have
occurred since the date of the Underlying Certificate Disclosure Document, including changes in
prepayment rates, prevailing interest rates and other economic factors, which may limit the usefulness
of, and be directly contrary to the assumptions used in preparing the information included in, the
offering document. See “Underlying Certificates” in the Base Offering Circular.

The Underlying Certificate provides for monthly distributions and is further described in the table
contained in Exhibit A to this Supplement. The table also sets forth information regarding approximate
weighted average remaining terms to maturity, loan ages and mortgage rates of the Mortgage Loans
underlying the related Ginnie Mae Certificates.

The Mortgage Loans

The Mortgage Loans underlying the Group 1 and Group 3 Trust Assets are expected to have, on a
weighted average basis, the characteristics set forth in the Terms Sheet under “Assumed Characteristics
of the Mortgage Loans Underlying the Group 1 and Group 3 Trust Assets” and the general
characteristics described in the Base Offering Circular. The Mortgage Loans underlying the Underlying
Certificate are expected to have, on a weighted average basis, the characteristics set forth in Exhibit A
to this Supplement. The Mortgage Loans will consist of first lien, single-family, fixed rate, residential
mortgage loans that are insured or guaranteed by the Federal Housing Administration, the United
States Department of Veterans Affairs, the Rural Housing Service or the United States Department of
Housing and Urban Development (“HUD”). See “The Ginnie Mae Certificates—General” in the Base
Offering Circular.

Specific information regarding the characteristics of the Mortgage Loans is not available. For
purposes of this Supplement, certain assumptions have been made regarding the remaining terms to
maturity, loan ages and Mortgage Rates of the Mortgage Loans. However, the actual remaining terms to
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maturity, loan ages and Mortgage Rates of many of the Mortgage Loans will differ from the
characteristics assumed, perhaps significantly. This will be the case even if the weighted average
characteristics of the Mortgage Loans are the same as the assumed characteristics. Small differences in
the characteristics of the Mortgage Loans can have a significant effect on the weighted average lives and
yields of the Securities. See “Risk Factors” and “Yield, Maturity and Prepayment Considerations” in this
Supplement.

The Trustee Fee

On each Distribution Date, the Trustee will retain a fixed percentage of all principal and interest
distributions received on specified Trust Assets in payment of its fee.

GINNIE MAE GUARANTY

The Government National Mortgage Association (“Ginnie Mae”), a wholly-owned corporate
instrumentality of the United States of America within HUD, guarantees the timely payment of
principal and interest on the Securities. The General Counsel of HUD has provided an opinion to the
effect that Ginnie Mae has the authority to guarantee multiclass securities and that Ginnie Mae
guaranties will constitute general obligations of the United States, for which the full faith and credit of
the United States is pledged. See “Ginnie Mae Guaranty” in the Base Offering Circular.

DESCRIPTION OF THE SECURITIES

General

The description of the Securities contained in this Supplement is not complete and is subject to,
and is qualified in its entirety by reference to, all of the provisions of the Trust Agreement. See
“Description of the Securities” in the Base Offering Circular.

Form of Securities

Each Class of Securities other than the Residual Securities initially will be issued and maintained,
and may be transferred only on the book-entry system of the U.S. Federal Reserve Banks (the “Fedwire
Book-Entry System”). Beneficial Owners of Book-Entry Securities will ordinarily hold these Securities
through one or more financial intermediaries, such as banks, brokerage firms and securities clearing
organizations that are eligible to maintain book-entry accounts on the Fedwire Book-Entry System. By
request accompanied by the payment of a transfer fee of $25,000 per Certificated Security to be issued,
a Beneficial Owner may receive a Regular Security in certificated form.

The Residual Securities will not be issued in book-entry form but will be issued in fully registered,
certificated form and may be transferred or exchanged, subject to the transfer restrictions applicable to
Residual Securities set forth in the Trust Agreement, at the Corporate Trust Office of the Trustee. See
“Description of the Securities—Forms of Securities; Book-Entry Procedures” in the Base Offering
Circular.

Each Class (other than the Increased Minimum Denomination Classes) will be issued in minimum
dollar denominations of initial principal balance of $1,000 and integral multiples of $1 in excess of
$1,000. The Increased Minimum Denomination Classes will be issued in the following minimum
denominations:

Class Minimum Denomination
L/ R $ 106,000
10: IO $ 716,000%
NI $ 667,000%
S o $2,353,000%
SE $ 953,000%*

*Notional balance

See Schedule I to this Supplement for the increased minimum denominations of the MX Classes.
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Distributions

Distributions on the Securities will be made on each Distribution Date as specified under “Terms
Sheet—Distribution Date” in this Supplement. On each Distribution Date for a Security, or in the case
of the Certificated Securities, on the first Business Day after the related Distribution Date, the
Distribution Amount will be distributed to the Holders of record as of the close of business on the last
Business Day of the calendar month immediately preceding the month in which the Distribution Date
occurs. Beneficial Owners of Book-Entry Securities will receive distributions through credits to accounts
maintained for their benefit on the books and records of the appropriate financial intermediaries.
Holders of Certificated Securities will receive distributions by check or, subject to the restrictions set
forth in the Base Offering Circular, by wire transfer. See “Description of the Securities— Distributions”
and “—Method of Distributions” in the Base Offering Circular.

Interest Distributions

The Interest Distribution Amount will be distributed on each Distribution Date to the Holders of
all Classes of Securities entitled to distributions of interest.

o Interest will be calculated on the basis of a 360-day year consisting of twelve 30-day months.

e Interest distributable on any Class for any Distribution Date will consist of 30 days’ interest on
its Class Principal Balance (or Class Notional Balance) as of the related Record Date.

e Investors can calculate the amount of interest to be distributed on each Class of Securities for
any Distribution Date by using the Class Factors published in the preceding month. See “—Class
Factors” below.

Categories of Classes

For purposes of interest distributions, the Classes will be categorized as shown under “Interest
Type” on the inside cover page of this Supplement and on Schedule I to this Supplement. The
abbreviations used on the inside cover page, in the Terms Sheet and on Schedule I to this Supplement
are explained under “Class Types” in Appendix I to the Base Offering Circular.

Accrual Periods

The Accrual Period for each Class is set forth in the table below:

Class Accrual Period

Fixed Rate Classes  The calendar month preceding the related Distribution Date

Floating Rate and From the 20th day of the month preceding the month of the related Distribution
Inverse Floating Date through the 19th day of the month of that Distribution Date
Rate Classes

Fixed Rate Classes

Each Fixed Rate Class will bear interest at the per annum Interest Rate shown on the inside cover
page of this Supplement or on Schedule I to this Supplement.

Floating Rate and Inverse Floating Rate Classes

The Floating Rate and Inverse Floating Rate Classes will bear interest as shown under “Terms
Sheet—Interest Rates” in this Supplement. The Interest Rates for the Floating Rate and Inverse
Floating Rate Classes will be based on LIBOR. LIBOR will be determined based on the BBA LIBOR
method, as described under “Description of the Securities—Interest Rate Indices—Determination of
LIBOR—BBA LIBOR” in the Base Offering Circular.
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For information regarding the manner in which the Trustee determines LIBOR and calculates the
Interest Rates for the Floating Rate and Inverse Floating Rate Classes, see “Description of the Securities—
Interest Rate Indices— Determination of LIBOR” in the Base Offering Circular.

The Trustee’s determination of LIBOR and its calculation of the Interest Rates will be final, except
in the case of clear error. Investors can obtain LIBOR levels and Interest Rates for the current and
preceding Accrual Periods from gREX or by calling the Information Agent at (800) 234-GNMA.

Accrual Classes

Each of Class Z, Class ZA, Class ZB and Class ZE is an Accrual Class. Interest will accrue on the
Accrual Classes and be distributed as described under “Terms Sheet—Accrual Classes” in this
Supplement.

Principal Distributions

The Adjusted Principal Distribution Amount or, in the case of the Group 2 Securities, the Principal
Distribution Amount and the Z, ZA, ZB and ZE Accrual Amounts, if applicable, will be distributed to
the Holders entitled thereto as described under “Terms Sheet—Allocation of Principal” in this
Supplement. Investors can calculate the amount of principal to be distributed with respect to any
Distribution Date by using the Class Factors published in the preceding and current months. See
“—~Class Factors” below.

Categories of Classes

For purposes of principal distributions, the Classes will be categorized as shown under “Principal
Type” on the inside cover page of this Supplement and on Schedule I to this Supplement. The
abbreviations used on the inside cover page, in the Terms Sheet and on Schedule I to this Supplement
are explained under “Class Types” in Appendix I to the Base Offering Circular.

Notional Classes

The Notional Classes will not receive principal distributions. For convenience in describing interest
distributions, the Notional Classes will have the original Class Notional Balances shown on the inside
cover page of this Supplement and on Schedule I to this Supplement. The Class Notional Balances will
be reduced as shown under “Terms Sheet—Notional Classes” in this Supplement.

Residual Securities

The Class RR Securities will represent the beneficial ownership of the Residual Interest in the
Issuing REMIC and the beneficial ownership of the Residual Interest in the Pooling REMIC, as
described under “Certain Federal Income Tax Consequences” in the Base Offering Circular. The 